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Front Cover: Installation of turbine/generator components for the 
first of eleven 648,000-horsepower units in the Churchill Falls under- 
ground powerhouse was underway during the latter part of 1970. 
Shown in the photograph is a stator frame, 37 feet in diameter, being 
hoisted into position by the 800-ton capacity powerhouse cranes. 


Foreword from the President 


As we entered 1970, the 
most important year for 
the Churchill Falls Project 
in terms of employment 
and expenditure, we were 
faced with re-building the 
management team fol- 
lowing the tragic losses 
suffered on November 

11, 1969. We were also 
faced with making good 
the disruption of work 
schedules caused by a 14- 
week rail stoppage which 
began on May 9, 1969. 


As 1970 ended we stood WILLIAM D. MULHOLLAND 
somewhat past the halfway 

mark, on schedule and 

within budget. 


Of the total estimated direct cost of the Project of $666 
million, only about $128 million remained uncommitted 
including the balances in our provisions for contingency 
and escalation. Major contracts yet to be awarded in- 
cluded the last of three 735 kV transmission circuits, the 
Gabbro control structure and the 230 kV transmission 
lines which will connect the Churchill Falls and Twin 
Falls plants. Incurred direct costs to the end of 1970 
totalled about $386 million, or nearly 60 per cent of the 
direct construction cost estimate of $666 million. Of this, 
it is estimated that approximately $656 million will have 
been spent in Canada, thereby providing a substantial 
stimulus to the economy of Canada. 


As a result of the successful adherence to schedules 
during 1970 it appears that we shall be able to spin the 
first two units in the Churchill Falls powerhouse before 
the end of 1971, as was the intention when the Project 
was formally committed in January, 1967. Regular com- 
mercial operation of the plant is scheduled to begin on 
May 1, 1972 with two units, the scale of operations in- 
creasing as additional generating units are installed. 


(continued on page 4) 


Facing page: Excavation of the various chambers in the underground 
powerhouse complex was completed in July, 1970, and involved the 
removal of more than 2,300,000 cubic yards of rock. With excavation 
completed, emphasis was switched to civil work, primarily concreting. 
Shown here is the surge chamber, second largest of the chambers in 
the underground complex, which accommodates surges resulting from 
fluctuations in the water flow through the turbines. 


Because of limited clearances on the overland transportation route 
into Churchill Falls, the scroll cases (above) were shipped in segments 
weighing between 55 and 92 tons then welded together inside the 
powerhouse. Welding was carried out from both the exterior and 
interior (centre) of the cases after which the completed units were 
subjected to critical inspection and pressure testing. 


Leaving the surge chamber (bottom) the water will enter the two tail- 
race tunnels, each of which is more than one mile long, 60 feet high 

and 45 feet wide. By October, 1970, more than 13,000 cubic yards of 
concrete had been placed in the surge chamber excavation alone. 


At the present time we retain the capability of acceler- 
ating the final completion of the Project by up to a year 
and thereby increasing its energy output during the 
period prior to the scheduled completion date of 1976 by 
up to about 20 billion kilowatt hours. This is in contrast 
to the situation in which some other systems currently 
find themselves. It is unfortunate that adequate system 
interconnections do not exist which would permit us to 
be of some assistance to localities where temporary 
difficulties have retarded the installation of needed 
generating capacity. 


The thoroughness of the integrated planning for the Proj- 
ect is worth stressing not only in recognition of the 
people responsible but to point out how important 

it is that techniques be developed for successfully carry- 
ing out long-range projects such as Churchill Falls. The 
undertaking of large financial commitments for ventures 
spanning long periods of time is a risky business. At the 
same time the need for such ventures is growing all the 
time and will continue to grow if Canada’s full indus- 
trial potential is to be realized. 


Long-term capital is scarce in Canada and in extremely 
short supply in other parts of the world. It should be 
committed only with the greatest prudence and after 
assurance that development techniques are thoroughly 
sound. There has been great progress in the last few 
years in devising and improving these techniques so that 
today it is possible to approach an undertaking requiring 
a large investment with a reasonable degree of confi- 
dence. While the record has not always been such as to 
inspire unqualified confidence, I would hope that one of 
the benefits which will accrue from the Churchill Falls 
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Gates for the Lobstick control structure (top) were installed in 
November, 1970, in readiness for the filling of the reservoir which will 
begin during the summer of 1971. Each of the three Lobstick gates 
measures 63 feet high, 45 feet wide and four feet thick and each is 
heated and insulated to permit year-round operation. The Lobstick 
structure, located at the head of the Upper Churchill River some 50 
miles upstream from the power installations, will control the flow of 
water from the Main Reservoir. 


During 1970, work was completed on the concreting of the Forebay 
spillway, (centre) one of six control structures and spillways in the 
reservoir system. Construction of the sixth structure at Gabbro is 
scheduled to begin during the summer of 1971. 


First diversion of the Churchill River took place at Jacopie Island in 
October, 1970, following completion of the Jacopie spillway (bot- 

tom). The diversion was a three phase operation involving first the 
construction of cofferdams both upstream and downstream of the 
structure in the east channel of the Churchill River to the right of the 
island. A third cofferdam in the west channel of the river was partially 
completed. Once work on the spillway was completed, the east channel 
cofferdams were breached and the gap in the west dam was sealed 

thus diverting water through the spillway. Gates for the Jacopie 
spillway were installed in February, 1971. 


Project will be a measure of improvement in the tech- 
niques of planning, organizing and managing large 
long-term projects. 


As a result, it is hoped that there will be an increase in 
the level of confidence which attends the prospective 
launching of large enterprises, for there are a number in 
Canada on a scale comparable to that of Churchill Falls 
which should be launched. While industry can continue 
to improve upon its capacity for carrying out such under- 
takings and contribute the skills and, most importantly, 
the creative impulse and imagination to conceive these 
large and vital developments and the drive necessary to 
carry them through to a successful conclusion, these 
qualities are at a severe discount in the service of society 
in the absence of an economic and political environment 
in which they can flourish. The creation or the main- 
tenance of such an environment is a challenge calling for 
both wisdom and skill on the part of Government and its 
leaders. With the benefit of such leadership it is fair to 
expect us in industry to perform our roles; without it 

our best efforts must yield but indifferent results. 


WILLIAM D. MULHOLLAND, 
PRESIDENT AND CHIEF EXECUTIVE OFFICER 


Montreal, March 4, 1971. 


Despite disruptions in the dyke-building schedules due to a stoppage 
of the Quebec North Shore & Labrador Railway during the 1969 
season, it was possible to recover lost time on this phase of the project 
during 1970. To date, the 40 miles of relatively low-level dykes 
required to contain the 2,200-square-mile Churchill Falls reservoir 
stand more than two-thirds completed. Some 20 million cubic yards 
of embankment have now been completed for the Forebay and 
reservoir and the remaining 7 million yards will be placed during the 
1971 season. 


Report of Directors to 
Shareholders 


The year 1970 was the most important year in the 
construction program of the Churchill Falls Project. | 

It is a pleasure to report that it was possible to regain 
the ground lost in 1969 due to the rail stoppage and that 
the Project continues on schedule and within cost 
estimates. 


Principal Construction Activity 

In 1970, the peak year of construction activity on the 
Churchill Falls Project, the labor force on site exceeded 
6,000 during the height of the summer season. The ambi- 
tious program of dyke construction set for the 1970 season 
was largely achieved and in some instances exceeded. 
Some 20 million cubic yards of embankment have now 
been completed, leaving approximately 7 million cubic 
yards for the 1971 season. The last of the four major 
interceptions of river flows was effected on October 26, 
1970. Gates have been installed at the Lobstick control 
structure in readiness for the commencement of filling 
the reservoir in the summer of 1971. During the year 
concrete construction on the Jacopie spillway, the 
Forebay spillway and the Whitefish control structure 
was completed, and the gates are now being installed. 


All but two of the eleven intake structures have been 
completed and control gate installation is under way. 
Similarly, ten of the eleven inclined penstocks have been 
concrete lined and steel liners are being installed in the 
horizontal sections. The last of the rock was removed 
from underground on July 18, 1970. 


During the year installation of the turbine/generator 
components got under way in the powerhouse. The scroll 
cases for the first two turbines have been encased in 
concrete and erection of their generators is proceeding. 
At the same time, turbine components for Units 3 and 4 
are being installed. The 800-ton powerhouse crane has 
been commissioned and is being used for equipment in- 
stallation. Remaining concrete work scheduled in the 
powerhouse, surge chamber and transformer gallery is 
nearing completion. The powerhouse elevator is now in 
operation. Work on the electrical distribution and piping 
systems began in the powerhouse area. The work of 
concreting some 3,000 footings in the vast switchyard 
was completed in 1970. Much of the steel work for the 
structures in this area has been erected. 


Transmission towers have been erected over some 190 of 
the 250 line-miles on the first two of the three 735 kV 


(continued on page 15) 


Top: The Churchill Falls project group at site is headed by Richard D. 
Boivin, Project Manager (at head of table, background) and includes 
(clockwise) André Trudel, Administrative Assistant to Project Man- 
ager; Kenneth C. Eaton, Assistant Manager, Support Facilities; 
Raymond F. Hickey, Assistant Project Comptroller; H. Max Tomlin- 
son, Assistant Manager, Transmission & Switchyard; Roy C. Legge, 
Administration Manager; Hugh J. O’Beirne, Assistant Manager, 
Power Facility; and Blaise Brochu, Assistant Manager, Storage. 
Centre: The Montreal-based members of the project team are headed 
by Eamonn P. McCormack, Assistant Project Manager (seated) and 
include (left to right) Paul Joli-Coeur, Manager of Engineering; T. 
Vincent Steepe, Project Comptroller; and Charles W. R. Bowman, 
Manager Technical Services. 

Bottom: Raymond H. P. Thom, Manager of Operations (left 

Richard D. Boivin, Project M agieeree : Seat 
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CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Balance Sheet as at December 31, 1970 


Assets 


Current assets: 


Cash and short-term deposits 
Accounts receivable (including $210,559 from affiliates) 
Special refundable tax 
Supplies and prepaid expenses 


Total current assets 
Funds held by trustee 


Investment in shares of Twin Falls Power Corporation Limited (note 1) 
Churchill Falls power project, at cost 
Less accumulated depreciation 


Dep emmenum@inanhcd: LManeine expenses 419% join kc. s Le cide ne mone onl beh dace 


Liabilities 


Current liabilities: 


IC SENSIS TES SATE GS EAE cam ema Yes noa ari aod a Oh Ake Oe Oe On eet mn Uo Day od es ener peer an a 


ENC CHuICUImtic lolli Tesemmnnceatrtaes aurea k ner aie may wy Sah Onan ein cl.2. koe salami Wardman ee etcn se Ut ve cad 


Mae Le IM TEOUCK Crane ery aN rea Aran ar sarw sy Pt) Sore tua tie Mee MBs hae ele 


Shareholders’ equity: 


Spe em INC AM ILEUS Ce hen ios Ua LoPsanc, Jnr ahh heats Shee aen she nicks SUM RR eomeatieeee Geen le et 
PTR TIPE (MOLE Ws oa1c 8 lm, Sonics beac aay barge eke tae! nose, Page wh wen ae ae need ew Rake oe 


Commitments and contingent liabilities (note 5) 


1970 


$ 17,883,591 


1969 


$ 43,935,702 


4,345,304 5,374,358 
— 21,713 
1,316,510 492,106 
23,545,405 49,823,879 
_— 1,400,000 
2,676,233 2,682,959 
447,470,756 242,571,510 
5,747,456 5,012,656 
441,723,300 237,558,854 
4,432,318 3,182,002 
$472,377,256 $294 ,647,694 


$ 27,237,791 


$ 18,272,848 


3,034,415 2,941,180 
30,272,206 21,214,028 
357,209,956 188,984,488 
82,899,992 82,899,992 
1,995,102 1,549,186 
84,895,094 84,449,178 
$472,377,256 $294,647,694 


The accompanying notes are an integral part of the above balance sheet and should be read in conjunction therewith. 


On behalf of the Board: 


WILLIAM D. MULHOLLAND, Director 


R. A. BOYD, Director 
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CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Statement of Earnings and Retained Earnings 
for the year ended December 31, 1970 


Revenue from Twin Falls Power Corporation Limited: 
Rentalof rights ‘and facilitiess=. v.02 in ase cee toes aia eo Fd a tts ae tr ee 
Construction management: fees. eo e's Sean or etree ah Gol bogie iota AN ee ie 


Gross TeVENUWE. ere ee Be Eo ES OTEIAY Be loclamne etm RET SRE nn oe ee 


Newioundland rental“(note 5(b))eosee nee eee a aan ase ed 
Depreciation sic. 0:5 Se ee eis Bee oe Oe Sa a dan ee eS gO cher 


Operating profit: (loss) for the year 7284.5 3 os Foe Poste cet eee eee ee 
Equity in net earnings of Twin Falls Power Corporation Limited for the year........... 


Net earnings for the year 22.26.5275 Sa ct eso een Seen ee aor 
Retained earnings at beginning of year!:\s:s8. . .o0 cn) eee ee Le ie ee ee 


Retained ‘earnings ‘at-end ‘of year so si5 oan ca Ne me ee he ne CE ee a ee 


1970 


$ 734,800 


734,800 


72,358 
734,800 


807,158 


(72,358) 
518,274 


445,916 
1,549,186 
$ 1,995,102 


1969 

$ 725,000 
318 
725,318 


70,217 
725,318 


795,535 


(70,217) 
497,788 


427,571 
1,121,615 
$ 1,549,186 


The accompanying notes are an integral part of ihe above statement of earnings and retained earnings and should be read in conjunction 


therewith. 


Statement of Source and Application of Funds 
for the year ended December 31, 1970 


Source of funds: 
From current operations: 


Net earnings (loss) before equity in net 
earnings of Twin Falls Power Corporation Limited.........................005. 
Depreciation: sie Pipe dah bare Ce sr pea ee a ee ee a a 


Reduction in funds held ‘by trustee so 2 bye. Pe eee a ae etn genera 


Dividends from Twin Falls Power Corporation Limited..................0....0.005: 


Issue: of capital stock > ai 5a pa woe cet sacs Pe eee DO ee ae 
Issue of long-term debt: 
First. Mortgage Bonds ‘Series “Avs 3)c4h Cee eee ie ee cee 
First. Mortgage Bonds ‘Series’ B?s. ¢ 44 en ee on ee Oe ae 
General Mortgage. Bonds.) 5.0 iis ope hs a pert Oe ee en 


Application of funds: 
Development of Churchill Falls power project 
Debt discount and financing expenses 


Increase (decrease) in working capital 


1970 


$ (72,358) 


734,800 


662,442 
1,400,000 
525,000 


160,975,468 
7,250,000 


170,812,910 


204,899,246 
1,250,316 


206,149,562 
$ (35,336,652) 


1969 


$ (70,217) 


725,318 


655,101 
(1,400,000) 
562,500 


6 
77,109,488 


11,875,000 
75,000,000 


163,802,095 


128,772,181 
1,576,219 


130,348,400 
$ 33,453,695 


The accompanying notes are an integral part of the above statement of source and application of funds and should be read in conjunction 


therewith. 


CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Notes to the Financial Statements as at December 31, 1970 


(1) 


(2) 


(3) 


(4) 


Investment in Shares of Twin Falls Power Corporation Limited: 


Churchill Falls (Labrador) Corporation Limited (‘Churchill Falls’) holds voting control of Twin Falls Power Corporation 
Limited (‘Twin Falls’) through its ownership of all the Class A shares which carry four votes per share but these shares 
represent only one third of the shareholders’ interest in Twin Falls and, therefore, its assets and liabilities have not been 
included in Churchill Falls’ financial statements. The investment in Twin Falls is, however, carried on an equity basis. 


LE AE ERS CM Pe ae A ak ies PRI MD eas bay CP aeaR nade Tay ar eae eT $ 2,500,000 
Hquity in retained earnings at beginning of year...........0. 0-0 elev ee ccs scdins $ 182,959 
Mie avetsvetscariings Tor tne year! oss Sola se ckoe wee Le ee ee 518,274 
701,233 
OS IC TIESEOR ECM MOAT tr7 scat ov mii cn id 2 whe hee agen Hea LI here ys Ee ene REIN 525,000 176,233 
$ 2,676,233 
Long-Term Debt: 
Authorized Issued and Outstanding 
First Mortgage Bonds: 
734% Series A due December 15, 2007........... $500,000,000 (U.S.) $225,450,000 (U.S.) $238,084,956 
748% Series B due December 15, 2007........... 50,000,000 a 19,125,000 


General Mortgage Bonds: 
716% due three years after latest maturity of any 
Hirst ViOLeeagenbONdS, i) ose et we eed ee 100,000,000 — 100,000,000 


$357,209,956 


The First Mortgage Bonds Series A are carried in the balance sheet at the proceeds realized in Canadian dollars. 


Bond Purchase Agreements dated May 15, 1969, have been signed covering the purchase of all the authorized First 
Mortgage Bonds. 


The First Mortgage Bonds are repayable in semi-annual instalments commencing two years after completion of the 
Churchill Falls power project (‘‘Project’’) sufficient to retire them fully by maturity. 


The Deed of Trust and Mortgage securing the General Mortgage Bonds provides for a sinking fund to be applied in 
redemption of the bonds, commencing after completion of the Project amounting to 2% of the balance outstanding at 
the commencement of each year, payable in semi-annual instalments. The General Mortgage Bonds are subordinate to the 
First Mortgage Bonds. 


Churchill Falls has entered into an agreement dated May 15, 1969, with a consortium of Canadian banks, the terms of 
which provide for a credit not exceeding $150,000,000 at any one time outstanding. No amounts may be drawn down 
under the agreement prior to January 1, 1972, and it is subject to certain other conditions. 


Capital Stock: 
Common shares without nominal or par value authorized and issued as at December 31, 1970, were: 


Shares Amount 
PASS EACHIRIIZ/ OC Mer ROR Mee dh it eager aretha ce WALTER. ae LT eA ae) os UA eee a eB wae et 10,000,000 
Tess Ure ciel Hate LUMI PELL GL Ghote aks a mahvae bts oe LP tat lane) SM OL en Raga oes he faoec Locale. AoNep Me ier Aae eM Fi 8,759,999 $ 82,899,992 


There are restrictions on the issue of further capital stock without the approval of the holders of at least 75% of the 
outstanding common shares. 


Dividend Restrictions: 


The covenants of the debt instruments of Churchill Falls prohibit the payment of cash dividends by Churchill Falls 
prior to completion of the Project and place restrictions on the payment of cash dividends thereafter. 


(5) 


(6) 


(7) 


(8) 


CHURCHILL FALLS 


(LABRADOR) CORPORATION LIMITED 


Commitments and Contingent Liabilities: 


(a) At December 31, 1970, Churchill Falls had entered into contracts related to the Project involving expenditures 


after that date estimated at $185,000,000. 


(b) Under the Terms of The Churchill Falls (Labrador) Corporation Limited (Lease) Act, 1961, and amendments thereto, 
Churchill Falls has entered into a 99-year lease covering the water power potential of the Upper Churchill Watershed 
and is required to pay an annual rental of 8% of the consolidated net profits before income taxes (as defined) and an 


annual royalty of 50 cents per horsepower year generated (as defined). 


(ec) Churchill Falls’ liability under its pension plan for past service is being paid by annual instalments over 20 years. 
The payment for past service in 1970 was $2,100 and the total unfunded liability for past service as at December 31, 


1970, was $27,900. 


Income Taxes: 


Churchill Falls had no income subject to tax. 


Power Contract: 


Québec Hydro-Electrie Commission and Churchill Falls have entered into a power contract dated May 12, 1969, providing 
for the purchase of substantially all the power from the Project for an initial period of approximately forty years with a 


renewal for a further period of twenty-five years. 


Company Directors’ and Officers’ Remuneration: 


Number 
Directors se aR Ba IR Cpt ee ae Cea an Ie a ence pat 14 
OFT COTS 25 oF Ee ee Es UD ain Ba ah OP yn Se Se ee eR 9 


There were three officers who were also directors. 


Five of the officers did not receive remuneration as officers from Churchill Falls. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


Aggregate Remuneration 


$ 21,517 
123,804 


We have examined the balance sheet of Churchill Falls (Labrador) Corporation Limited as at December 31, 1970, and the 
statements of earnings and retained earnings and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the company at December 31, 1970, and the 
results of its operations and the source and application of its funds for the year then ended, in accordance with poucrally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants. 


Montreal, Que. 
February 5, 1971 
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TWIN FALLS POWER CORPORATION LIMITED 


Balance Sheet as at December 31, 1970 


Assets 


Current assets: 
Cash and short-term deposits 
Marketable securities, at cost 
Accounts receivable 


Funds held by trustee 


Plant and equipment, at cost 
Less accumulated depreciation 


Liabilities 


Current liabilities: 


mccOuntspavaple-“InGluding so2,410 to afiiliates) 22.0, ac tiie oo cet ees ee es 
Swe Sikh 20a I EM emt nes) WC TNR ate BD SA de Cole Et cel Ean ae oe EIR RN aA Wren 
Dividends payable: Gneluding $150,000 to affiliate). ee a 
EC Cla eK CsaTI YOO tet tu Br ee ea Coto hy Gagne rekon nce GU RE OS AONB asd 
First Mortgage Bonds due within one year ($1,586,000 U.S.) (note 1)............ 


sRocalecurremtu liabilities cpa nti os mae coterie DA eS Se Foe kt aaa eae ire an Tee 


First Mortgage Bonds (note 1): 


Dogo G peries: A-due June 30; 1986 ($31,120,000: U.S.) <5 ees on ee om eae. 
Gea puacties  dued tne: 30;:1989 ($-6:873,000- US.) hess ceed pene ede 


ID CLEERE GHEE CORIOLE A KOS meets he See rete et ee Fi ne RS ees ed aR Re ee 


Shareholders’ equity: 
Capital stock (note 2): 
Authorized — 500,000 Class A shares of the par value of $10 each 
— 1,000,000 Class B shares of the par value of $10 each 


Issued S250, 000 ciass-A shares fully: paid. cok Jee nape aaat 


— 500,000 Class B shares fully paid 


PCM OC A TAMAS Sa ATOM) mneran S50 yates Sent yah dod wha Motte Nc ntee Nom Seo ant 


Commitments and contingent liabilities (note 3) 


The accompanying notes are an integral part of the above balance sheet and should be read in conjunction therewith. 


On behalf of the Board: 


1970 


$ 6,613,112 


453,891 


146,670 


7,213,673 


545 


59,914,629 
12,318,690 


47,595,939 
$54,810,157 


$ 75,146 
12,575 
450,000 
182,413 
1,691,679 


2,411,813 


33,137,687 
7,410,992 


40,548,679 


3,820,967 


2,500,000 
5,000,000 
528,698 


8,028,698 


$54,810,157 


M. F. NICHOLSON, Director 


W.J. BENNETT, Director 


1969 


$ 4,812,456 
1,750,000 
392,686 
31,171 
163,982 


7,150,295 


906 
59,910,247 


10,519,550 


49,390,697 


$56,541,898 


$ 42,968 
25,623 
562,500 
594,549 
1,600,993 


2,826,633 


34,600,772 
7,639,587 


42,240,359 


3,426,029 


2,500,000 
5,000,000 
548,877 


8,048,877 


$56,541,898 


11 


TWIN FALLS POWER GORPORATION LIMITED 


Statement of Earnings and Retained Earnings 
for the year ended December 31, 1970 


Sales of POWeR 2 se ey iG te oseb che cia le ee ame ad ae aa amt mening oP PRT eg ea Tr glee ee 


Cost-of power? 1. S252 e6 Dehra RR ea eae perc ban ier si he gee ca en 
Tnte@rest 222 325g re eee OR teeter do Sl We 0 Seat rn a SE tea 
Depreciation, 266 2..05 05 0 i aay oe BE Rete oe RO tree clay ti ee ect ree 


Earnings before the:following items 02252 se le uatenee eva os eet ce eel 
Income. from: investments: oc pr ae Tart agee Pi ase Nees a TA crs et cae eda 


Taxes on income: 


Current: 55s ee A ee ae ae, a ane nee RC eee 
Deferred 6.25 oe ah ee CT RCL CE ae entoi aie te irceee Re ee eT cat eC ae 


Net earnings £6r they ears a, Asie aie eee oe ata Se east ctl ta ce Pen ace cea 
Retained earnings at beginning ofyears. oo. iia see alee ale oie ae oe Sek eee ee ae 


Dividends 2055 250s Se ee Sta ery ie 1 ALD ale ec er RE ea ag a 


Retained earnings at-end-ofs years . 22255 Saint wes niet, Sane pee eae a ae ea eee tea 


1970 


$ 8,929,564 
1,950,489 
2,448,078 
1,818,442 


6,217,009 


2,712,555 
537,394 


3,249,949 


1,300,190 
394,938 


1,695,128 
1,554,821 


548,877 


2,103,698 


1,575,000 


$ 528,698 


1969 


$ 8,417,257 


1,449,850 
2,525,309 
1,814,567 


5,789,726 


2,627,531 
454,217 


3,081,748 


1,106,593 
481,791 


1,588,384 
1,493,364 


743,013 


2,236,377 


1,687,500 


548,877 


The accompanying notes are an integral part of the above statement of earnings and retained earnings and should be read in conjunction 


therewith. 


Statement of Source and Application of Funds 
for the year ended December 31, 1970 


Source of funds: 
From current operations: 


Net earnings 
Depreciation. sic 0.5. once Lote wets RR aa eesti nent eet ee 
Deferred income taxes 


Transfer of current taxes payable to deferred income taxeS................0-.0ceee eee 
Reduction in funds held by trustee 


Application of funds: 


Plant. and equipment)... 22 s2:o2. sou Peete oy Gee eae a eC eg ae 
Reduction of long-term debt 
Dividends 


Increase in working capital 


1970 


$ 1,554,821 


1,818,442 
394,938 
870 


3,769,071 


361 


3,769,432 


24,555 
1,691,679 


1,575,000 


3,291,234 


$ 478,198 


1969 


$ 1,493,364 


1,814,567 
481,791 
5,592 


3,795,314 


171,312 
1,072,812 


5,039,438 


237,173 
1,623,378 
1,687,500 


3,548,051 
$ 1,491,387 


The accompanying notes are an integral part of the above statement of source and application of funds and should be read in conjunction 


therewith. 
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TWIN FALLS POWER CORPORATION LIMITED 


Notes to the Financial Statements as at December 31, 1970 


(1) 


(2) 


(3) 


(4) 


First Mortgage Bonds: 


The following amounts of 514% First Mortgage Bonds Series A due June 30, 1986, and 614% First Mortgage Bonds 
Series B due June 30, 1989, have been authorized, issued and retired by Twin Falls Power Corporation Limited (‘‘Twin 
Falls’), pursuant to the terms of the Deed of Trust and Mortgage, as amended (‘‘Trust Deed’”’). 


Series A Series B 

(U.S. $) (U.S. $) 
AN OTOLNOT SASL ES Be: ated 6 OTR g's eatin At BY AM a SCL eae PRL CURE den alee rare Ee a a 42,500,000 10,000,000 
LEIERUCRG Ee al ca epic ae pa me aE “ee REPRE IT 2 Ce ate ah ee ON 39,500,000 8,000,000 
PV CLC Cement Bere Tene Soh ern rd eds 9S ieee. Come ee magn. a aaueae 2/0 Re DF 7,006,000 915,000 
rae baAn ie OCONEE so.1501.0 Oi eee ace ein ire ti) eee aus Mee Rae aah oes pe ag aie 32,494,000 7,085,000 
Reet LL wrrOmery CAT pita rt re ie Wis ur a Gn hte Ue ne oO ln ole oa ea eS 1,874,000 212,000 


The Bonds of each Series are repayable in equal semi-annual instalments of principal and interest. The Bonds are secured 
by a first fixed and specific mortgage, pledge and charge on plant and equipment and long-term power and other contracts 
and a first floating charge on all other assets of Twin Falls. Certain restrictions are placed by the Trust Deed on the 
payment of dividends other than stock dividends. 


The Bonds are carried in the balance sheet at the proceeds realized in Canadian dollars and U.S. funds required to serv- 
ice this debt are made available under long-term power contracts without loss or gain on exchange to Twin Falls. 


Capital Stock: 

The issued share capital of Twin Falls consists of 250,000 Class A shares each of $10 par value, owned by Churchill Falls 
(Labrador) Corporation Limited and 500,000 Class B shares each of $10 par value, owned by the present long-term 
customers of Twin Falls. The Class A shares are entitled to four votes per share and the Class B shares are entitled to one 
vote per share but rank pari passu in all other respects. 


Commitments and Contingent Liabilities: 

(i) Twin Falls has a sublease from Churchill Falls (Labrador) Corporation Limited giving Twin Falls the right to develop 
the hydroelectric power potential of the Unknown River, a tributary of the Churchill River, at the site of the Twin 
Falls plant. The sublease expires December 31, 1989, but may be renewed for a term of 25 years, if Twin Falls so 
requests. 


(ii) Rentals payable annually to Churchill Falls (Labrador) Corporation Limited amount to $305,000 and $1.40 per 
installed horsepower. In addition, Twin Falls pays an annual royalty of 50 cents per horsepower year generated (as 
defined). In the event that Churchill Falls diverts water from Twin Falls it must deliver equivalent hydroelectric 
power to Twin Falls as provided in the sublease. The rentals and royalty will be payable at the same rates, the 
royalty being calculated as though the power so delivered had been generated in the Twin Falls plant. 


Company Directors’ and Officers’ Remuneration: 
Twin Falls has nine directors and seven officers including four who are directors and officers. No remuneration was paid by 
Twin Falls to the directors and officers. 
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TWIN FALLS POWER CORPORATION LIMITED 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of Twin Falls Power Corporation Limited as at December 31, 1970, and the statements 
of earnings and retained earnings and source and application of funds for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the company at December 31, 1970, and the 
results of its operations and the source and application of its funds for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 


Chartered Accountants. 
Montreal, Que. 


February 5, 1971 
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One thousand feet above the Churchill Falls underground power- 
house, work proceeded during the latter part of 1970 on the 
construction of the 2.2 million-square-foot switchyard. By 
November, 1970, 90 per cent of the switchyard civil work had been 
completed including the pouring of some 3,000 concrete footings and 
the erection of first steel. During 1971, the first two of the three 

735 kV transmission lines will be completed and the required switch- 
yard components will be energized. 


transmission lines. Conductor stringing got under way 
in the fall of 1970 and will continue through the winter. 


At Sept-Hes, the 250-ton crane was placed in operation. 
This crane’s primary function is to off-load from ships 
the large transformers required at Churchill Falls. 


Costs incurred on the Project in 1970 were $183 million, 
bringing the total expended to the end of 1970 to $386 
million. This represented nearly 60 per cent of the 
$665.6 million Construction Cost Estimate for the Proj- 
ect. Less than 20 per cent in dollar value of construct- 
ion and procurement remains to be awarded. 


Of the $183 million costs incurred during 1970 all but 
$1.5 million was spent for goods and services in Canada. 
This expenditure provided a strong boost to the Cana- 
dian economy at a time when a slowdown in business 
was being experienced by suppliers and contractors. The 
Project also provided an average of 4,000 jobs on site 
throughout the year at a time when the country was 
facing increased unemployment. 


It is fortunate that our peak construction year came at 
a time when the construction industry in Eastern Canada 
experienced a low point in volume of activity. 


Since the start of work in January 1967, construction 
workers on the Project have been encouraged and 
assisted in upgrading their skills by on-the-job training. 
In recording the progress of each worker, the Company 
has documented the availability and skills of a highly 
developed construction workforce which will be valuable 
for the completion of this Project and for future develop- 
ments in the same area. 


The Labor Agreement, signed earlier between the site 
employer-contractors and 15 Newfoundland-based locals 
of the building trades and affiliated unions, forms the 
basis for fair wages and working conditions with ade- 
quate machinery for the prompt and equitable resolution 
of differences. Regular meetings between the council of 
unions and the contractors’ association, for the purpose 
of reviewing experience, have encouraged discussion and 
helped to eliminate potential areas of frustration which 
would otherwise affect workers’ incomes and interfere 
with the progress of contractors’ work. 


Observance of the letter and the spirit of the agreement 
continues to ensure good labor-management relations. 


1971 Program 

Turbine/generator Units 1 and 2 are scheduled for test 
operation by the latter part of 1971. Reservoir filling will 
begin this summer. The forebay will then be filled, al- 
lowing water to reach the penstocks. Removal of the 
cofferdam at the tailrace will flood the tunnels and the 
surge chamber to complete the waterflow system. The 
first two transmission lines will be completed and the 
required switchyard components energized. The control 
building will be completed and made operational. 


The microwave system and all other communications 
systems will be placed in operation. Work will get under 
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During 1970, distinctive V-shaped transmission towers were erected 
over some 190 of the 250 line-miles on the first two of three 735 kV 
transmission lines. Stringing of conductor continued throughout 
the winter. 


way on the Gabbro control structure which will even- 
tually permit water from the Ossokmanuan reservoir to 
enter the main reservoir. 


The construction labor force will reach a peak of 
approximately 4,000 during 1971. 


The supervisory personnel who will head up the operating 
staff have been appointed and a nucleus of the operating 
group is now being trained. CFLCo personnel are now 
performing maintenance work which was previously done 
by contractors. Through 1971 the balance of the operat- 
ing staff will be recruited and trained for commissioning 
and operating the facility. 


Memorial Dedications at Churchill Falls 


On May 7, 1970, the families and friends of those lost to 
CFLCo and Acres Canadian Bechtel in the tragic 
accident on November 11, 1969, including Directors, 
Officers and Staff of Brinco and CFLCo, journeyed to 
Churchill Falls to take part in a memorial ceremony. 
This included the unveiling of a plaque in the Town 
Centre in memory of those lost and the naming of the 
guest lodge as McParland House, the new Churchill Falls 
school as the Eric G. Lambert School, and the naming of 
the principal streets in the townsite, Lethbridge Avenue, 
Cantle Avenue, Jackson Avenue and Ressegieu Drive. 


These ceremonies were a fitting tribute to the contribu- 
tions made to the Churchill Falls Projects by the persons 
whose names were thus commemorated. 


Recently the Board of Directors authorized the construc- 
tion during 1971 of an indoor swimming pool adjoining 
the Town Centre in Churchill Falls. It will be named in 
memory of Mr. Donald Gordon, former President of 
Brinco and Chairman of CFLCo, who passed away in 
May of 1969. 


Financial 

Funds to meet construction costs continue to be provided 
from the further drawdowns of First Mortgage Bonds. 

A bar chart on page 20 of this Report showing the 
project costs and sources of funds, actual for the years 
1967 to 1970 and projected for the years 1971 to 1976, 
depicts in one combined illustration the funding of the 
Project to the end of 1970 and projected funding to 
completion. 


A second illustration, a pie-chart, also on page 20, depicts 
the areas of the Canadian economy to which project 
expenditures have been and are being directed during the 
years 1967 to 1976. 


To December 31, 1970, First Mortgage Bonds have been 
issued as follows: 


Series A Series B 

U.S. Dollars Can. Dollars 

($ millions) ($ millions) 

1969 OS) as 
1970 poeo hed 
Total to December 31, 1970 $ 225.5 $ 19.1 


The Bond Purchase Agreements provide that the lenders 
will purchase further stipulated amounts of bonds at 
dates designated by the Company in each quarter until 
the end of 1973, when totals of $500 million (U.S.) prin- 
cipal amount of Series A Bonds and $50 million (Can.) 
principal amount of Series B Bonds will have been issued. 


On January 14, 1971, the first closing in the new year took 
place at which $28.8 million (U.S.) principal amount of 
Series A Bonds and $5.95 million (Can.) principal 
amount of Series B Bonds were issued. 


Floating of the Canadian Dollar 

Effective June 1, 1970, the Minister of Finance announced 
the Government’s decision to free the Canadian dollar 
from its peg of 92.5¢ U.S. at which level it had been 
fixed for several years. Since the Canadian dollar was 
freed, it has floated upward in value at times reaching 

a level of almost par with the U.S. dollar and remaining 
in a narrow range approximating 98¢ U.S. during the 
last quarter of 1970. So far in 1971, the Canadian dollar 
has remained strong. 


The action of floating the Canadian dollar has had an 
adverse effect on the cash received by CFLCo from the 
sale of its bonds, which are largely denominated in U.S. 
dollars, since the funds required by the Company for 
disbursement are largely in Canadian dollars. Currently 
such U.S. dollar proceeds are being converted to Cana- 
dian funds at a substantial reduction in the exchange 
premium which prevailed during the former pegged rate. 


If the Canadian dollar remains, or is re-pegged, at or 
near its present level, then less Canadian funds will be 
realized on exchange from the sale of U.S. dollar First 
Mortgage Bonds than would have been the case had the 
Canadian dollar remained pegged at the former 92.5¢ 
level. This shortfall will be covered by utilizing to a 
somewhat greater degree than originally expected, the 
funds available to the Company under its standby bank 
credit agreement. The amount of this shortfall will 
depend upon the level at which the Canadian dollar 
trades over the next three years. At the present level of 
the Canadian dollar, this amount could be of the order 
of $25 million. 


It will be recalled that the original capital cost estimate 
of the Project, which still stands, was $936 million and 
that financing arranged totalled $1,073 million (Can.) 
as follows: 


Millions 
JO RbUL My: ONO RENUN. rook AG, Deer ian A RRM S aun duchess SoS 
First Mortgage Bonds: 
Series A (U.S. $500 million 
Ate relal ati Ola coon an ae ene. ere th nae 540 


CEng: bi eee Sieber eee eee eee ee 50 


Generals \lortgage Bonds]... aes 16 ee ies ee 100 
Retained Earnings during Construction.......... 150 
SUSVTLCLIS Veunio euT Kem Cy CUI epicenter Re ee oe ue 150 

$1,073 


(continued on page 18) 
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Over the longer term, if the Canadian dollar continues 
strong, the Company would realize an exchange gain 
upon its purchase of U.S. dollars for the redemption of 
its outstanding U.S. dollar bonds. 


White Paper on Tax Reform 

The Government’s White Paper containing its proposals 
for restructuring the tax system has a number of sig- 
nificant implications for your Company and for its major 
shareholder, British Newfoundland Corporation Limited. 
Brinco submitted briefs to both Parliamentary Com- 
mittees considering the White Paper and its representa- 
tives appeared before the Standing Senate Committee 

on Banking, Trade and Commerce in Ottawa and before 
the Standing Committee of the House of Commons on 
Finance, Trade and Economic Affairs in St. John’s, 
Newfoundland. 


At the conclusion of the House of Commons Committee 
hearings, the Minister of Finance proposed to the Com- 
mittee an alternative procedure to that proposed in the 
White Paper which would reduce the rebates to the 
Provinces under the Public Utilities Income Tax Trans- 
fer Act. This alternative would change the basis upon 
which our agreements with Hydro-Quebec and New- 
foundland were determined and thus pose serious prob- 
lems directly affecting your Company. Representations 
were, therefore, immediately made by the Company to 
both Committees and to the Minister of Finance. The 
House of Commons Committee in its report recognized 
that the alternative arrangement proposed by the Min- 
ister of Finance would not cover situations where long- 
term power contracts contemplate continuation of the 
ent situation and recommended that special Federal- 
rovincial attention be given to ensure a just result. 


that the position of the Company is well understood. 


Corporate Developments 


Changes in Board of Directors 

At the Annual General Meeting of Shareholders held on 
May 6, 1970, Mr. Robert D. Mulholland was elected a 
Director of the Company. Mr. Robert D. Armstrong 
retired from the Board of CFLCo coincident with his 
election to the Board of Brinco. 


Focal point of the Churchill Falls community is the Town Centre 
(top) featuring a complete range of recreational and retail facilities 
including a 21-room hotel and a school (bottom) which operates under 
a permit issued by the Department of Education of the Province of 
Newfoundland and employs the most modern teaching aids available. 


Facing page: Recreational facilities on site include a bowling alley 
(top) a combined auditorium /theatre, library, gymnasium, curling 
rink and full hotel services. Retail facilities include a grocery 
(centre left) offering a complete selection of fresh meats, fish and 
produce as well as a wide range of canned and packaged goods at 
prices competitive with those prevailing in large eastern Canadian 
cities. Skiers at Churchill Falls can enjoy a 2,000-foot hill (centre 
right) complete with two rope tows and a ski lodge. During construc- 
tion of the development, all Town Centre facilities are available to 
vate ce ies of the Main Camp and the permanent community 
hottom). 
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Hi en Bi 


Appointment of Officers 
Subsequent to the last Annual Meeting, a number of 
appointments were made to senior officer positions in the 
Company. On May 6, 1970, the following appointments 
were made: 
Mr. Harold L. Snyder—Executive Vice-President 
Mr. Robert C. Berry—Vice-President & Chief 
Financial Officer 
Mr. William E. Bradford—Vice-President & Chief 
Accounting Officer 


As of November 1, 1970, Mr. Richard D. Boivin, former- 
ly Assistant Project Manager— Construction, was ap- 
pointed Project Manager of Churchill Falls Project, 
reporting to the Executive Vice-President. 
Mr. Raymond H. P. Thom was appointed Manager of 
Operations. 
Mr. Paul Joli-Coeur was appointed Manager of 
Engineering. 


Twin Falls Power Corporation Limited 


Operations of the Twin Falls system have continued 
satisfactorily throughout the year. Preliminary planning 
has been done leading to the eventual shutdown of the 
Twin Falls Plant which will occur when water from the 
Twin Falls reservoir is diverted to permit more efficient 
use, into the Churchill Falls reservoir. This is scheduled 
to take place before the end of 1975. 


Further increases in the requirements for power of the 
iron ore mining centres in Western Labrador are indicat- 
ed by the announced development of new operations and 
by the expansion of existing facilities. 


Messrs. H. W. Macdonell, Q.C. and R. C. Berry, C.A. 
were elected Vice-Presidents of Twin Falls during the 
year. In October 1970, Mr. Raymond H. P. Thom was 
appointed General Manager of Twin Falls succeeding 
Mr. Elmer G. Squires who has since moved to Montreal 
on his appointment as Director, Administrative Staff of 
the Brinco Group. 


The Directors wish to acknowledge the valuable con- 
tribution made by the staffs of the Company and of the 
organizations associated with us in the Churchill Falls 
Project towards the outstanding record of accomplish- 
ment achieved during 1970. We thank these men and 
women for their able and devoted service. 


l UL ese ine 


SIR VAL DUNCAN, O.B.E., 
CHAIRMAN 


WILLIAM D. MULHOLLAND, 
PRESIDENT 


Montreal, March 4, 1971 
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PROJECT EXPENDITURES ON DIRECT CONSTRUCTION 
COSTS IN CANADA — 1967-1976 


Manufacturing industry 
$372 million 


Service industry 
$114 million 


Direct Labor 
$170 million 


17% 26% 


PROJECT CAPITAL COST AND SOURCE OF FUNDS 


Shareholders’ capital First mortgage bonds Bank loan 

$83 million $570 million $25 million 

General mortgage bonds Cash generated from operations and Bank credits available 
$100 million other sources $159 million $125 million 


1967-1970 1971 1972 1973 1974 1975-1976 
$386 million $500 million $552 million $601 million $650 million $665.6 million 
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OTHER COSTS ~ 


DIRECT CONSTRUCTION COSTS 


~ Dollars 


in millions 
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